Many mature tourist destinations are considering replacing low category hotel beds with high category beds. This study estimates the potential effects that these proposals will have on employment, assuming that labour is homogeneous. The methodology used is based on the input-output model and the social accounting matrix, which allow direct, indirect and induced effects to be taken into account. In addition to conventional employment and output multipliers, the paper presents projections for different bed replacement scenarios and analyses the replacement ratios which would allow aggregate gross value added or employment to remain constant. Finally, the analysis extends to include the change of tourist expenditure distribution on complementary tourism facilities.
Many major tourist destinations devote a significant part of their service supply to so-called mass tourism, which fundamentally involves a price competitiveness strategy. Although this development model has generated enormous benefits from the standpoint of resident income and wealth, a growing number of doubts have arisen regarding the sustainability of this framework of tourism development. This problem is of even greater concern as tourism is the pillar that sustains many of these regional economies. This is the case of the so-called second-generation European mass tourism destinations, defined as areas of high tourist density, which have been developing in the Mediterranean region since the mid 1960s. It is widely accepted that these destinations are in the stagnation or post-stagnation phase of Butler's tourism product life cycle model (1980, 2000) , that is, close to their maximum carrying capacity level, and are therefore exhausting their potential for tourist growth. Butler (1997) also links the concept of carrying capacity to the idea of sustainable development. The debate over the sustainability of these tourist destinations revolves around two main concerns. The first concern arises from the supply side and stems from congestion problems; these generate an externality the market is not capable of solving. The quality of the environment and the setting is a crucial input in producing tourism services, as well as a relevant component of tourism product in many non-urban destinations. Therefore, this externality not only lowers the welfare level of residents in the area, it also affects the tourism services' production function negatively. The second concern emerges from the demand side. The mass tourism development model is based on price competitiveness and therefore doubts appear on whether current income levels can be sustained in the face of emerging alternative destinations with lower labour costs (Laws, 1995) .
In response to the above threats, the need to implement strategic planning (Cooper, 1997) which allows destinations to be rejuvenated or reoriented (Butler, 1980; Agarwal, 1994) has been defended. Proposals suggest aiming for higher quality services by eliminating low category hotel beds and replacing them with higher category beds in a ratio lower than one unit. In doing so, these proposals aspire, in the first place, to reduce the current congestion problem generated by the number of tourists, which many people consider excessive. And secondly, the possibility of offering differentiated services serves as an escape from price competition with alternative destinations with lower labour costs. In this way, they strive for greater competitiveness in the quality/ price relationship by increasing its numerator, instead of attempting to keep prices low. The purpose of this paper within this context is to analyse the employment impact of the proposal to substitute different category hotel beds and not to evaluate the sustainability policies per se. This study's geographical context of reference is the Balearic Islands, one of the major tourist destinations in the Mediterranean. This is due as much to the endowment of natural factors, such as climate and geographic location, as to a tourism specialization strategy in recent decades. Thus, although the number of island residents reaches almost 1,000,000, lately the number of tourists per year has reached approximately 11.6 million and the total nights stayed by tourists approached 117.8 million in 2005. As for the importance of tourism's role in the economy as a whole, the export of tourism services accounts for approximately 47.6% of the Balearic economy's GDP. One result of this marked specialization is that a major part of resident jobs is linked to tourism-related activities. As an example, there were more than 55,000 people working in the tourist accommodation industry alone in 2005. From these, approximately 47,000 worked in the hotel industry alone, close to 10% of the entire working population. On the one hand, these data demonstrate that the Balearic Islands is a particularly pertinent geographical context for research in the tourism economics field and, on the other, they justify the need to have available estimations of the impacts of policies which potentially affect tourism.
This paper uses an input-output table (Conselleria d'Economia i Hisenda, 1997) and the social accounting matrix (Polo and Valle, 2007) developed for the Balearics in 1997 in order to study the employment and value-added impact of replacing low category hotel (LCH) beds with high category hotel (HCH) beds. First, conventional employment and output multipliers are obtained. Then, different ratios of substitution are considered. And finally, in addition to considering the effects on the hotel sector, the analysis extends to include the change in the distribution of tourist expenditure on the complementary tourism offer, for which information from the 1997 Balearic Tourism Expenditure Survey is used.
A review of the literature
A number of contributions to the academic literature expose the need for estimating the economic impact of tourism (Frechtling, 1994a; Sinclair, 1998) , seeking to determine the effect tourism development has on residents' earnings, welfare and employment within the area. This need has led to the development and improvement of different expenditure multiplier models. The evolution of methodologies goes from the ad hoc and Keynesian multipliers widely used in the 1980s, but virtually disappearing in the 1990s, to the superior economywide analysis of input-output (shown as I/O), social accounting matrices (SAM) and computable general equilibrium models (CGE).
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As mentioned in the introduction, this paper uses an I/O model and the SAM designed for the Balearics in 1997. The first applications using I/O methodology in analysing tourism economic effects were back in the early 1960s and analysed the leisure phenomenon in general (Bryden, 1973; Archer, 1976) . Since these first applications, many tourist destinations have made the investment required and created their own I/O tables to study their economic structures. A good review of the applications of this methodology in places as diverse as Korea, the Philippines, Israel, Gibraltar, Malta, Jamaica, etc, can be found in Fletcher (1989) and Frechtling (1994b) . Applications that use I/O methodology to analyse the impacts of tourism development on employment can also be found, for example, in Lee and Kwon (1997) and Yzewyn and de Brabander (1992) .
In Spain, different I/O applications exist at both the national and regional levels. For example, the work by Herce and Sosvilla (1998) uses the Canary Islands Autonomous Community's I/O tables to estimate the number of tourism beds needed to create a specific volume of employment. Nevertheless, this study does not differentiate between different tourism quality strategies.
The advantages and disadvantages of I/O models have been discussed widely in the literature (Archer and Fletcher, 1990; Briguglio, 1992; Frechtling and Horvath, 1999 ). These will be summarized below. Furthermore, the reasons why the disadvantages of these models compared to CGEs are not considered particularly restrictive in the context of this study will be discussed. There are several advantages in using I/O analysis, as compared to other methodologies which estimate tourist impact. First, it is an economy-wide analysis which deals fully with all the linkages within an economy. Second, it pays particular attention to the linkages between different economic sectors, thus offering relevant and complete information on the effects on each sector. Third, it is a neutral analysis methodology in the sense that it does not introduce a priori assessments of the importance of economic sectors while, at the same time, it is a flexible model which permits sectors relevant to research to be disaggregated broadly. Lastly, it is capable of capturing the whole range of economic effects, that is, direct, indirect and induced effects. This capacity is particularly relevant to the empirical applications of estimating impacts as, occasionally, indirect and induced effects are greater than direct effects (Santos et al, 1983) .
As for the disadvantages, the theoretical underpinnings of I/O analysis and its structure as a static model per se involve a whole series of assumptions that may be excessively restrictive. Firstly, it assumes consumption and production functions to be linear and that patterns of change remain stable over time. This assumption implies that all additional increases in expenditure generate exactly the same impact as those generated previously by equivalent amounts. The second assumption is that supply is elastic across all sectors and that no supply constraints appear. Third, the model assumes that relative prices will remain stable and thus no variations occur in exchange patterns among sectors. Finally, I/O models are more suitable for short-and medium-term analysis, as information on the relationships of exchange between different agents refers to the specific point in time when a table is developed.
In recent years, a growing number of studies on the impact of tourism have overcome some I/O model disadvantages by applying CGE models. This latter methodology introduces flexibility, both in the functional relations that describe the economy, as well as in determining prices, which occurs endogenously. 2 This methodology offers clear advantages in most cases, mainly because it eliminates the assumption of full factor availability, which is crucial in estimating the net effects of an increase in tourist expenditure and which causes a tendency to overestimate effects in I/O methodology.
This study uses I/O tables, as well as the SAM for the Balearics with data from 1997, in the belief that the limitations of these two methodologies as compared to the CGE model are particularly moderate in this research (Zhou et al, 1997) . The main argument in favour of using I/O tables and SAM for this analysis derives from the very objectives of the analysis themselves. It should be considered that this study proposes to examine a change in nonresident consumer expenditure distribution, not a global variation in demand. Thus, assumptions of linearity, excess capacity and available resources should not prove restrictive, as a radical variation in output is not under consideration for most of the sectors involved, but rather a change in the demand sector. To clarify, a change in tourist expenditure distribution, such as the change considered in this study, does not mean that the agro-food sector, for example, will experience a notable variation in output, but rather that its intermediate demand from lower category hotels will fall and demand from higher category establishments will rise. The purpose of this paper is to study which of the two effects will predominate across the different sectors and in the Balearic Islands as a whole. As affirmed by Dwyer et al (2004) , if constraints on supply factors are eliminated from CGE models, the results are very similar to I/O table results.
Description of the data
An I/O table provides detailed information on production activities within an economy, from both the supply and the demand or final destination standpoints. A point of interest in the 1997 Balearic I/O table (TIOIB-97) is the special sectoralization that has been chosen due to the eminently tertiary character of the Balearic economy. It aggregates some sectors, such as the secondary sector, and disaggregates the service sectors, essentially the hospitality and transport sector. The table has 54 sectors, 3 primary sectors, 18 industrial sectors, the construction sector, 27 commercial services and 5 non-commercial services. This disaggregation is particularly well suited for the purposes of this study, as it disaggregates the hotel sector into two subdivisions. First, the LCHs, which include one-, two-and three-star hotels, and second, the HCHs, linked to quality tourism, which include the four-and five-star hotels. Thus, the table is a statistical tool which provides a great amount of information and allows the origins and destinations of both types of hotel production activity to be ascertained. The SAM constructed for the Balearic economy incorporates 72 accounts, the 54 sectors included in the TIOIB-97 and factors' and agents' accounts. 3 The wealth of information the I/O tables contain is used to depict in the next paragraphs some of the characteristics of the Balearic economy that are more relevant to this research. 4 A complete description of the characteristics of the Balearic economy based on analysis of the Balearic I/O table constructed in 1997 can be found in Polo and Valle (2002) .
Regarding the weight of the hotel sectors in the Balearic economy, both the LCH and the HCH are among the first six sectors ranked according to gross value added (GVA). Moreover, when these two groups are aggregated, the importance of the hotel sector as a whole is revealed as 16.45% of the total; that is, the most important of all sectors. If hotels' value added is combined with the construction sector (10.78%), the sum of these three production sectors' total value added accounts for a quarter of the total GVA generated in the Balearic Islands. Table 1 shows a disaggregation of the above information. The distribution of GVA at market prices within its different components is compared between the two hotel sectors and with respect to the Balearic economy as a whole. Four types of information are available for each hotel sector. The first row contains value in millions of pesetas. The second row contains the percentage that each sector's GVA component represents in the Balearic total; for example, HCHs pay 3.24% of all salaries and wages in the Balearic Islands. The third row indicates the percentage that each component accounts for in all the GVA generated by that sector; for example, salaries and wages payments in HCHs account for 28.8% of all GVA generated by that sector. Lastly, the fourth row of each component presents the ratio per corresponding bed; that is, value in millions of pesetas divided by total number of beds. Note that the percentage of wages on the value added of the sector itself is very similar for both hotel groups (around 29%), although it is lower than in the rest of the economy (39%). Obviously, the same relationship can be found in employer social security payments. The importance of net operating surplus is also very similar between the two types of hotels (around 50%), although on this occasion it is higher than the percentage for the economy as a whole (44% of total GVA). Fixed capital consumption accounts for a slightly higher percentage of total GVA in higher category hotels than it does in lower category hotels (13.2% and 11.8%, respectively); furthermore, the percentages for both subdivisions are above the economy average (around 9.1%).
The table also allows a comparison 'per bed' between the two hotel groups. Note that the volume of salaries and compensation generated per higher category bed is twice the volume of that generated by lower category beds; more specifically, the amount per bed of LCHs is 50.1% of the amount per bed for HCHs. The greater part of this difference stems from a higher volume of employment per bed. In the case of net operating surplus per bed, the value for lower category hotels is 51.2% of the value for HCHs. Fixed capital consumption per LCH bed is less than half of the table for HCH beds, specifically 44.8%. Lastly, note that the value added per high quality hotel bed is practically double the amount of lower quality hotel beds.
According to volume of salaried employment, the whole hotel sector is the main employer (14.2%) and, together with the construction sector, accounts for close to 23% of all salaried employment in the Balearic Islands. A comparison of the number of salaried workers per bed in the two hotel groups in this study demonstrates that LCHs generate 54.2% of the number of jobs per bed generated by HCH beds.
All the information that has been presented in this section confirms the fundamental importance of tourism, and the hotel sector in particular, in the productive structure of the Balearic Islands. It demonstrates that the hotel sector as a whole is the most important in terms of value added and salaried employment. Likewise, significant differences between the two types of hotel establishments have been verified, primarily when comparing values per hotel bed. Nevertheless, the information presented in the above tables reveals only tourism's direct effects. As mentioned, the structure of I/O tables allows for a broader analysis of the role played by sectoral linkages across the framework of the Balearic economy, which is the objective of the following section.
Potential effects on employment
The I/O and SAM models are used in this section to estimate the effects of a change in the distribution of tourism expenditure in the Balearic Islands. This study focuses on estimating the potential effects on employment of replacing LCH beds with HCH beds. The first part of this section is devoted to the analysis of the output and employment multipliers. Thereafter, different scenarios of bed replacement will be discussed.
Employment and output multipliers
This section presents conventional output and employment multipliers. Additionally, the employment multiplier per hotel bed derived from the I/O model and the SAM for HCHs and LCHs will also be discussed.
In the I/O model, the output multiplier captures the direct and indirect effect of an exogenous unitary increment in the sector's demand on the economy's gross output; that is, it shows that an increment of 1 monetary unit (m.u.) in demand for four-and five-star hotels generates an increment of 1.26 m.u. in Balearic output. However, the output multiplier in the SAM indicates the sum of the direct, indirect and induced effects of an exogenous unitary income increment of the sector on the economy's total income. As expected, including induced effects notably increases multiplier values (for example, from 1.26 to 5.3 in HCHs), which is due, in this case, to taking into account a rise in demand for final goods and services by residents with a higher disposable income.
Each sector's average labour productivity must be incorporated to obtain the corresponding employment multipliers. To do so, Leontief's inverse matrix is first multiplied by a diagonal matrix, which incorporates the direct employment coefficient. 5 Dwyer and Forsyth (1994) present some of the studies which analyse employment multipliers applied to tourism. A new matrix, similar to Leontief's inverse matrix, is the result of this operation, which is used to calculate the number of workers that would be contracted in the economy in response to a unitary increment in demand in the corresponding sector; that is, the employment multiplier which calculates the direct and indirect effects of an exogenous increase in the corresponding sector demand. Employment multipliers for direct, indirect and induced effects can be obtained by operating in an equivalent fashion with the SAM. The results are presented in Table 2 .
Note that each euro spent in LCHs has a slightly higher effect on employment than does spending in HCHs. This could be due to the fact that HCH workers are somewhat more productive than are workers in LCHs, as can be deduced from the descriptive analysis of the data. Once again, the fifth column of Table 2 shows that including induced effects practically doubles the total impact of an exogenous unitary injection of income on employment.
At this point, it must be emphasized that the above findings are not a response to the objective of this study, as the proposals of moving towards a high quality strategy do not aim to reduce the value of output in the Balearics, but rather aim to reduce the number of hotel beds. In other words, a reduction in the number of tourists, not tourism receipts, is under consideration. Two conditions must be met to accomplish this goal. On the one hand, tourists must be willing to pay a higher price for higher category hotel beds. On the other hand, the increase in bed supply in HCH beds must be absorbed by demand, with an occupancy rate similar to the present rate. Although the hotel supply in the Balearics accounts for a high percentage of the total Spanish supply, the importance of the Balearics wanes when the entire Mediterranean coastline is used as a reference point and, therefore, it is acceptable to assume the absence of demand constraints.
Thus, in order to provide a response to the motivation behind this section, employment multipliers must be calculated per hotel bed for each hotel sector. To convert the results of the multipliers presented above into multipliers per hotel bed, each sector's exogenous demand must be modified by the expenditure generated per tourism bed in that group. The variation of final demand that results from changes in the number of beds in each category can be calculated using this table; that is, the amount of income per tourism bed in both models.
Consequently, Table 2 presents, on the one hand, the employment multiplier per hotel bed which captures direct and indirect effects. On the other hand, the multiplier that embraces induced effects for the two hotel subdivisions is also shown. Notice how the total impact of creating one higher category This multiplier provides a first conclusion. Under the I/O and SAM assumptions, it is worth noting that HCHs have a greater potential to generate employment per hotel bed. Information has been provided throughout this paper which helps to explain this phenomenon. Specifically, worker productivity is only slightly higher for HCH workers, whereas output value per bed is much higher in these hotels. As for induced effects, it can be seen that wages paid and gross surplus per bed are higher in higher category establishments.
Projection of different bed replacement scenarios
This section includes an analysis of the effects of different bed replacement scenarios and considers those in which aggregate value added and employment remain constant. Furthermore, this analysis extends to include not only the effects derived from the expenditure of these tourists in hotels and the effects from the production chain in these establishments, but also the different tourist spending patterns from both types of establishments outside hotels by including information from the Tourist Spending Survey (EGT -Encuesta de Gasto Turístico).
These projections are made considering some simplifying assumptions. The analysis is based on the premise of a homogeneous labour force. In other words, it assumes no difficulties exist in re-locating workers among the different tourism sectors. This assumption is supported by Ramos et al (2004) . This study deals with possible difficulties by focusing on individual's heterogeneous characteristics and finds evidence that few difficulties are involved. Furthermore, no capital constraints are taken into consideration in the execution of the changes proposed in the production system. This means that the present situation is compared to situations deriving from the different policies proposed, without taking into consideration the difficulties involved in the transition. Another assumption is that the potential demand for high quality tourism exists, which means the markets will clear if low quality hotel beds are eliminated and high quality supply is generated.
Certain aspects related to bed replacement scenarios are not included in these impact measurements. In the first place, this analysis does not include the effects derived from building higher category beds. Although potentially significant, the effect would occur mainly in the transition between the two situations and would be much less significant once new beds were constructed. In the second place, administration expenditures on providing infrastructures are also not considered. Regarding these, the effects of substituting one type of tourism for another are not clear. On the one hand, it might be thought that reducing the number of tourists would lead to a decline in certain expenditures financed by the public sector, such as infrastructures, police and security forces, etc. However, on the other hand, quality tourism may lead to the need for better environmental care and the provision of other related services. Table 3 uses the I/O and SAM models to analyse the effects of eliminating 1,000 6 LCH beds and the effects of replacing 1,000 one-to three-star beds with the same number of four-and five-star hotel beds. Furthermore, another two questions are posed: how many HCH beds must be created for GVA to remain stable in the Balearic Islands if 1,000 LCH beds are eliminated? And how many beds must be created to maintain stable employment in the Balearic Islands?
The table shows that reducing 1,000 LCH beds causes a fall of 0.07% in Balearic employment and 0.09% in our community's GVA. However, when calculating direct and indirect effects, the effect of replacing 1,000 LCH beds with 1,000 HCH beds is positive for both GVA and employment. Specifically, the volume of employment rises by 0.06% and the Balearic GVA rises by 0.09%. As for bed replacement scenarios, 503 HCH beds must be created to maintain the same volume of GVA in compensation for eliminating 1,000 LCH beds. This policy would lead to a 0.004% fall in employment in our community. The 1,000 LCH beds must be replaced by 532 HCH beds for employment to remain constant.
The same analysis is carried out using the SAM, hence taking into account the induced effects of Balearic variation in income. The results are presented in the last four rows of Table 3 . Firstly, observe that the negative effect of eliminating LCH beds is calculated as 0.13% for employment and 0.15% for value added. As might be expected, both effects are higher than the previous ones, as induced effects have been taken into account here. Secondly, directly replacing 1,000 beds would lead to a 0.13% rise in employment and a 0.16% increase in GVA in the Balearic Islands. Note that the positive effect of directly replacing LCH beds by HCH beds is also greater when induced effects are taken into account.
The last two rows in Table 3 show that 497 HCH beds are needed to replace the 1,000 LCH beds eliminated if GVA is to remain stable and 512 higher category beds must be created for every 1,000 lower category beds eliminated, if Balearic employment is to remain stable. Note that in both cases, beds are being replaced in close to a 2 to 1 ratio to maintain constant employment or value added. It is worth mentioning that when induced effects are taken into consideration, a lower ratio of beds is needed in replacement scenarios which attempt to maintain aggregate GVA or stable employment. Remember that 1,000 lower category beds must be replaced by 532 higher category ones when direct and indirect effects on employment are taken into account, whereas 512 higher category beds are needed when induced effects are also taken into account.
The above findings have focused on the hotel sector and the differences in the production structure between the two types of hotel establishments defined in this paper. This assumes implicitly that the behaviour of tourists from both types of establishments is equivalent in their complementary offer leisure activities. In order to relax this assumption and, consequently, increase the accuracy of the estimates, the results of the Tourist Expenditure Survey (EGT), drafted in the Balearics, 7 have been included in the I/O and SAM models to incorporate the possible differences in tourist spending patterns at both hotel types. 8 Some examples of research which incorporate complementary offer into their measurements of tourism impacts through spending surveys are Frechtling and Horvath (1999) and Eriksen and Ahmt (1999) .
The EGT meets the necessary requisites for this type of analysis. In the first place, it applies a statistical sampling method. Second, it is conducted at the end of the holiday period and thus is based on real, not budgeted, spending. Third, it identifies the types of accommodation chosen by tourists. Finally, it disaggregates expenditure into hotels and expenditures on other complementary offer items. To integrate information from the EGT into this study, the different components of extra-hotel expenditure identified therein were assigned to some of the sectors defined in the TIOIB-97. Cafeterias and bars with restaurants were grouped together, and real estate and car rentals were grouped together with land transport so that the expenditure items in the survey coincided with the sectors defined in the tables. Thus, the number of sectors drops from 54 to 52. The different components of complementary offer captured by the EGT are classified as 'Bars, Cafeterias and Restaurants', 'Nightclubs and Other Cultural and Recreational Services' and 'Real Estate and Car Hire and Land Transport'.
The following table presents the results of the I/O model and the SAM once complementary spending items have been integrated. Therefore, the different spending patterns of tourists staying in both hotel groups are taken into account. Table 4 shows how the impact of reducing 1,000 LCH beds leads to a reduction of 0.11% in employment and 0.12% in GVA once direct and indirect effects and complementary demand have been considered. Thus, as might be expected, the negative effects of reducing the number of LCH beds are exacerbated when the effects on complementary supply consumption are incorporated. The second row shows an employment rise of 0.07% and a 0.09% rise in GVA when the same number of HCH beds replaces 1,000 LCH beds. The effects are very similar to those ignoring complementary supply expenditures. To the contrary, it can be seen that to maintain constant GVA or employment (third and forth row), more HCH beds must be created when taking the effects on complementary offer into account, since the negative effects generated by eliminating LCH beds are greater. Specifically, 619 HCH beds must be created when eliminating 1,000 LCH beds if employment is to remain constant, in contrast to the 532 beds required when complementary offer is not taken into account. The most complete analysis is obtained when the different patterns of tourist expenditure in LCHs and HCHs are included in the SAM framework. Hence, this analysis includes the direct, indirect and induced effects on GVA and employment given the different scenarios of bed replacement when hotel and complementary offer production structures have been incorporated. In this case, eliminating 1,000 low category beds leads to a 0.19% decline in employment and a 0.20% decline in GVA. Once again, the negative effect of eliminating hotel beds is more severe when complementary tourism facilities are considered. The effects of directly replacing 1,000 LCH beds with the same number of HCH beds would be a 0.13% rise in employment and a 0.16% rise in the Balearic GVA. As in the I/O model, the results on employment and value added are practically identical in this case, regardless of whether or not the different consumption patterns of tourists at both types of establishments are taken into account.
The last two rows of Table 4 present the most interesting findings of this research. Hence, when the model is considering the direct, indirect and induced effects of changes on hotel and extra-hotel sectors, 589 higher category beds must be created to compensate for the employment impact of the loss of 1,000 lower category beds, compared to the 512 needed when complementary offer is not included. So, if the modelling assumptions are fulfilled, one can conclude that it is possible to reduce the number of beds while maintaining employment if LCH beds are substituted by HCH beds.
The impacts on value added and employment in each of the sectors in this latter scenario are shown in detail in Table 5 . The analysis presented in the table applies the most complete hypothesis; that is, considering the direct, indirect and induced effects and information on complementary offer expenditure caused by eliminating 1,000 LCH beds and replacing them with 589 HCH beds in order that aggregate employment remains constant.
It can be seen how this replacement scenario allows aggregate employment to remain constant and leads to a slight rise in the Balearic GVA. As for the effects on the different GVA sectors, it should be pointed out that this replacement scenario has negative impacts on other complementary offer components, such as nightclubs and other cultural and recreational services, car hire, personal property and land transport and bars, cafeterias and restaurants, as well as wholesale trade. On the other hand, the sectors that would benefit are agriculture, fishing, ports and other sports activities management, business intermediaries, the food and tobacco sector, retail trade, personal services and construction, in addition to higher category hotels.
Conclusions
This paper has dealt with the impact on employment and value added of replacing part of the low category supply by high category supply in a mature tourism destination. The motivation of this research stems from the proposals made in many of these destinations about the need to differentiate their product by offering a high quality tourism supply. This may also ease congestion problems, since hotel supply will be reduced. The idea under these proposals is that as far as prices are linked to quality, it will be possible to obtain the same income with a lower number of tourists willing to pay higher prices for higher quality products. Consequently, as far as the authors know, these proposals revolve around revenues, externalities and business arguments but, surprisingly, potential effects on employment have been neglected. This paper sheds some light on the potential employment impacts, given certain scenarios of supply substitution.
After a review of the literature and in the absence of a regional CGE model, I/O tables were selected as the most appropriate methodology for estimating the impact of modifications in exogenous demand on different sectors. One advantage this methodology offers is that it provides a neutral and disaggregated view. Furthermore, combined with the SAM, it allows the direct, indirect and induced effects of the changes proposed to be calculated. As mentioned, this characteristic is particularly attractive, given the heterogeneousness of the tourism sector. In any case, it has been stated that the methodology used is based on compliance with determined assumptions that, although seemingly plausible on the surface, make it necessary to interpret the findings with due caution. As stated in Archer and Fletcher (1990) , the I/O multiplier methodology reveals the number of potential job opportunities generated. The conversion of these opportunities into real jobs depends on many factors, noteworthy among them the use of the present labour force as at present and the degree of mobility in employment between occupations and sectors. The paper provides some discussion about the importance of including induced effects in the analysis and, hence, the findings have been obtained by both including as well as excluding induced effects. This demonstrates the relevance of considering these effects when evaluating policy impacts. The paper also provides a comparison of two cases, one of which considers tourist expenditure at the hotel only, with the other including different patterns of expenditure outside the hotel.
Regarding the conclusions about different replacement scenarios, it has been shown that substituting the same number of beds leads to a rise in both value added and employment. A 0.13% rise in employment and a 0.16% rise in GVA is the result in the proposed case of 1,000 beds. On the other hand, it seems that replacement in a somewhat higher ratio than one higher category hotel bed for every two lower category beds may help to reduce tourism congestion problems and their possible associated externalities, while barely affecting GVA and employment within the framework of the Balearic economy. In the fullest scenario considered, which includes direct, indirect and induced effects, as well as information on hotel and extra-hotel expenditure, it was found that 589 HCH beds must be created to replace 1,000 LCH beds for aggregate employment to remain constant.
Lastly, we have presented the distribution of the effects of replacing beds across the different sectors of the economy. The conclusion is that most of the sectors typically associated with tourism are affected negatively, while the positive effects go to other primary and secondary sectors.
These results are useful for policymakers and entrepreneurs who are interested in upgrading hotel services in the Balearic economy, even more so when one realizes that the replacement policy is likely to produce less congestion of infrastructures, less pressure on the environment and lower costs for public run services.
Endnotes
1. A good review of this evolution can be found in Fletcher and Archer (1991) , Frechtling (1994b) and Dwyer et al (2004) .
